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Dear Friends, 

This month marks the 12 month mark with the COVID-19 crisis.

I do believe that many things will rapidly improve as the weather warms up and the vaccine be-

comes available in greater quantities. 

If I was a betting man, I would say to you that you should be booking your summer and winter vaca-

tions now because if you wait too long you may not be going anywhere. 

I am pleased to provide you with the March 2021 issue of The Monthly CEO Advisory™. 

This periodical is all about you working “on” and not “in” your business. 

Enjoy the articles that follow. The Trusted Advisors that contribute to this publication are the best in 

their respective fields. If you need help, please reach out to them.    

Thank you for allowing us to be part of your continuing business education, growth and success. 

Stay safe. 

Sincerely,

Ken Keller
Ken Keller
CEO
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The Monthly CEO Advisory is a publication for business leaders. Please enjoy the articles, 
send us any suggestions of topics you would like to see covered and pass this on to others 

so that they might benefit. Thank you. Ken Keller
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Profits are much more than increas-

ing revenue and keeping costs down. 

There are ten elements in your profit 

zone, and last month I covered the first 

five: employee engagement; the three 

levers of revenue; having a strategic 

and tactical focus; gross and net profit 

margin education of employees; and, 

understanding cash flow.

This month I will address business 

cost structure, customer satisfaction, 

staff voltage; quality; and, innovation. 

First, good leaders know that they 

must focus on reducing their cost of 

goods sold (or cost of sales if a service 

company) as a first step in improving 

profits. Knowing what this number 

consists of should show any CEO how 

to improve because this number tells 

what it actually costs the company to 

do business. 

Unfortunately, most CEOs focus on 

overhead, or fixed costs. If they spent 

more time on reducing their costs of 

production or service, they are likely 

to see an immediate improvement of 

profits and cash flow. 

Second, the message that excel-

lent service equals excellent profits is 

lost on too many CEOs. How do you 

provide excellent service? It starts by 

hiring and retaining exceptional em-

ployees.

Do these great employees cost more 

money? Yes, they do, but keep in mind 

that one “A” level employee can do 

the work of up to three employees who 

really don’t want to be doing the job 

they are being paid to do. 

Third, staff voltage is the energy in 

the workplace that reflects the enthu-

siasm and the intensity of the focus 

expressed by the people working in 

your company. As a customer, you can 

feel the vibe in a business when peo-

ple are energized. And, you can also 

feel it when there is no energy. Where 

would you rather work? Where would 

you rather be a customer?  

Next, quality counts. Higher quality 

can be leveraged to provide higher 

margins. Take the cup of coffee you 

purchase at Starbucks versus one at a 

coffee shop. The Starbucks coffee is 

fresh, made of premium beans and you 

pay more for it. The cup served at the 

coffee shop is more likely made of less-

er quality beans and who knows how 

long it has been sitting on the warmer. 

The cost of goods between the two 

cups cannot be more than a dime yet 

Starbucks charges substantially more 

for their offering, and that is reflected 

in their profits.   

Finally, innovation should be a global 

mindset within your company to con-

stantly be improving how the company 

does business. The better companies 

encourage their employees to con-

stantly offer suggestions to improve 

processes to serve the customer better.

At far too many companies, all the 

ideas come from the top, because no 

one can have a better idea than the 

person who signs the front of the pay-

check. Sadly, I used to work at places 

like this. 

Now I advise CEOs how to get their 

employees more engaged and to help 

innovate and refresh the companies 

they lead.  I teach them how to use the 

tools of The Profit Zone. 

 

Ken Keller
Ken Keller facilitates Strategic Advisory Boards, bringing 
small & midsize company CEOs together to improve 
planning, performance and growth to increase revenue, 
execute plans, and grow profits. SABs meet via Zoom 
and clients are worldwide, in just about any industry.  
Ken.Keller@StrategicAdvisoryBoards.com or 
call 661.645.7086. 

BUSINESS
DEEPER INTO THE PROFIT ZONE DEEPER INTO THE PROFIT ZONE 

GROWTH 
& PROFITS

mailto:Ken.Keller%40StrategicAdvisoryBoards.com?subject=
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Back in 1788, George Washington 
turned down his chance to become 
King of the new United States of 
America. Maybe that’s why the clos-
est thing we have to a royal family 
right now — at least, as far as super-
market tabloids are concerned — is 
the Kardashians. While the family 
redefines the concept of “famous 
for being famous,” they’ve managed 
to parlay that fame into more than 
$2  billion  of wealth. (If you’re like 
many people, hearing that fact may 
make you want to punch a wall so 
hard that whoever pulls out your 
arm will be crowned the next King of 
England.) 

Kim Kardashian grew up affluent 
as the daughter of attorney Robert 
Kardashian, best known for helping 
walk O.J. Simpson free from murder 
charges. (In fact, O.J. is Kim’s god-
father.) She first tasted notoriety as 
Paris Hilton’s friend and stylist. But 
soon after, she pioneered leveraging 
a sex tape as a publicity stunt, and it 
was off to the races. Since then, Kim 
has launched beauty and fragrance 
lines and parlayed her social media 
following into an estimated $780 
million fortune. 

Kim’s romantic history starts with 
a brief starter marriage at age 19. 
Then there were 72 days of wedded 
bliss with NBA player Kris Hum-
phries, which some skeptics dis-
missed as a publicity stunt. It looked 
like she found the real deal when 

she married rapper Kanye West in a 
“blizzard of celebrity.” The pair have 
four children, with the obligatory ce-
lebrity offspring names (North, Saint, 
Chicago, and Psalm). Architectural 
Digest recently invited readers into 
their home, which Kanye described 
as a “futuristic Belgian monastery.” 

But Kanye has struggled with men-
tal health issues, and the marriage 
has been shaky for some time. And 
so it was no surprise when Kim an-
nounced last week that she was fil-
ing for divorce. Like everything else 
in her life, it’s sure to cause a frenzy 
on TMZ and Entertainment Tonight. 
But there’s one place it won’t cause 
a frenzy, and that’s at the IRS. 

Up until 2017, the IRS was actually 
in the business of helping couples 
untie the knot. How? Divorcing 
spouses could swap property be-
tween themselves with no tax conse-
quences. This means, in the tradi-
tional example, that one spouse can 
keep the house for the kids to grow 
up in without paying any tax on the 
appreciation to date. And alimony 
rules let the spouse with the higher 
income paying it shift the tax on that 
income to the spouse with the lower 
income receiving it.  

Today, property transfers “incident 
to divorce” are still tax-free. But 
the Tax Cuts and Jobs Act of 2017 
eliminated the alimony deduction 
for separation agreements effective 
after December 31 of that year. And 

child support has always been non-
taxable and nondeductible. 

Those rules were always most 
valuable in cases where one spouse 
brought more money into the 
marriage than the other. (Of course, 
sometimes that’s exactly why people 
got hitched in the first place — see, 
for example, Playmate Anna Nicole 
Smith marrying an 89-year-old bil-
lionaire. But that’s a story for another 
day.) Kim and Kanye are both rich 
enough in their own right that there 
shouldn’t be much financial connec-
tion after the split. The gossips at 
the IRS will have to look somewhere 
else for celebrity stories that keep 
them busy. 

We usually take this column as an 
opportunity to remind you that every 
financial decision you make has at 
least some tax consequence. This 
one has less than you might think. 
But it’s still important to call us to 
make sure you’re taking advantage 
of every break you’re entitled to!

TAX NEWSTAX NEWS
David Stone 
IRS Solutions Valencia, Inc.
www.FormerIRS.com 
We help clients in dealing with IRS 
collection and audit issues of individuals 
and small, midsize and large businesses 
throughout the United States.
David@IRSSolutions.com

SHOULDN’T THIS BE IN SHOULDN’T THIS BE IN 
PEOPLEPEOPLE MAGAZINE INSTEAD?  MAGAZINE INSTEAD? 

http://www.FormerIRS.com
mailto:David%40IRSSolutions.com?subject=
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Texas has been in the news a lot lately. There are many 
things that make Texas unique among the 50 states, one 
of them being that it is the only state that currently does 
not require employers to carry workers compensation 
insurance coverage. That’s right. Employers in the Lone 
Star state have other options when it comes to protecting 
themselves and their employees from work injury liabili-
ties. 

For most employers, opting out of the state system 
and becoming a “non-subscriber” is a matter of wanting 
to reduce costs and having greater flexibility. Employers 
in Texas that opt out believe privatizing their workers 
compensation program allows them to provide benefits 
that are tailored for their employee base and company 
culture. And while all non-subscriber plans continue to be 
governed by the federal Employee Retirement Income 
Security Act (ERISA), which requires non-subscribers to 
meet minimum requirements for what federal regulators 
consider to be a qualified benefit plan for workers. Ease 
of exit makes opting out appealing too. 

Texas law only requires employers to file forms annu-
ally with the Division of Workers’ Compensation stating 
they are opting out of the system, and to notify their 
employees that they are a non-subscriber. 

Yet, with potential cost savings comes risk and admin-
istrative respon-
sibility. Non-sub-
scribers lose the 

legal shield of the no-fault workers compensation system 
as the exclusive remedy for industrial injuries. In losing im-
munity from lawsuits by injured workers, non-subscribers 
face hefty jury awards if an injured employee can prove in 
court that the employer was negligent. 

Arbitration agreements and alternative insurance 
products serve to fill the gap and manage the risk. A 
handful of major insurers write coverage in this specialty 
space that typically cost less than traditional coverage, 
providing such protections as: employers liability, wage 
replacement, medical and accidental death coverage in 
the event of an occupational injury.

Besides cost, the main differences between the sys-
tems are benefits and control. Traditional workers com-
pensation is a one-size-fits all system, with the benefits 
designed by the state. For example, the state’s workers 
comp system has wage replacement begin seven days 
following an injury. Alternative injury products could have 
benefits kick in immediately depending on the individual 
employer’s policy. 

Non-subscriber products can also offer more control 
over medical benefits and treatment for injured workers. 
Traditionally, injured workers must be sent to doctors 
who treat workers comp patients under state regulations. 
Non-subscribers can create their own network of physi-
cians who are not subject to the workers comp adminis-
tration requirements imposed on physicians by the state.  

An estimated 117,624 private-sector employers do not 
have workers comp coverage in Texas, 
and nearly a quarter (22%) of all em-
ployers with more than 500 employees 
opted out of the workers compensation 
system in 2020. Yet despite potential 
cost savings, opting out is not the right 
move for all companies. Maybe we 
will see a similar option in California 
someday. 

Paul Palkovic, 
ARM, CPCU
ISU Kulchin Ross Insurance Services 
(805) 358-8786   
paul@kulchinross.com

COMMERCIAL

INSURANCE
WHAT IF CALIFORNIA BUSINESSES WHAT IF CALIFORNIA BUSINESSES 

WEREN’T REQUIRED TO BUY WORKERS WEREN’T REQUIRED TO BUY WORKERS 
COMPENSATION INSURANCE COMPENSATION INSURANCE 

mailto:paul%40kulchinross.com%20?subject=
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Recently, an email I received from a 
HR-related organization caught my eye.

“Our practice is to reach out to 
employees on FMLA leave once a 
month to check in and see how they 
are doing. So long as we just check 
in and do not discuss return to work, 
are allowed to do this?”

The organization called upon a legal 
expert to answer, and she stated the 
following:

“These types of check-ins are 
discouraged as they could cause an 
employee to feel pressured to return 
prior to the scheduled end of an 
approved leave. Only check in when 
FMLA leave is about to expire.”

I follow two general rules with  
respect to communication:

• Checking in on an employee so 
they can perform work for you: 
BAD

• Checking in on an employee to see 
how they’re doing, assess possible 
accommodations to help them 
return, and confirm whether their 
return to work is/is not on target: 
GOOD

Staying in touch shows your 
employee that you care. When you 
check in on an employee during a 
leave of absence, the gesture com-
municates that you care about them, 
that you consider them a part of the 
team, and that you want to keep them 
engaged even though they are not 
presently at work. 

Conversely, when you buy into 
legalese that you shouldn’t have any 
contact with your employee, you lose 
a golden opportunity to simply show 
you care. A reminder from Maya Ange-
lou “your employees will not remem-
ber you for what you said or did, but 
they will never forget how you made 
them feel.”

Staying in touch allows you an 
opportunity to engage in the inter-
active process. Courts have increas-
ingly reminded us that a request for 
FMLA leave also can be a request for a 
reasonable accommodation. If we stay 
in touch with the employee, we can 
then engage the employee in a more 
informed dialogue about temporary 
adjustments we might be able to make 
to help the employee return to work. 
If no adjustments can be made, no 
sweat. Leave simply continues.

Staying in touch gives the em-
ployer more flexibility to take 
action once FMLA is exhausted. A 
number of years ago, I presented at a 
conference on leave as a reasonable 
accommodation. During that session, I 
discussed how employers should com-
municate with their employees while 
on leave as part of a robust interactive 
process. I lamented that employers 
generally conduct the ADA’s undue 
hardship analysis way too late — only 
after the employee has exhausted 
FMLA leave. Employers are well within 
their right as early as “day one” of 
an employee’s FMLA leave to assess 
whether the absence constitutes an 
undue hardship (once FMLA leave is 
exhausted). However, if you don’t stay 
in contact with your employee, this ta-
ble is never set and becomes a missed 
opportunity.

Staying in touch allows you keep 
tabs on your employee. If you simply 
lose touch with your employee for 
three entire months (or more!) while 
they’re away, you are not being pro-
active in fighting potential or actual 
misuse of FMLA leave.

In offering these reasons for staying 
in touch with your employee, I want 
to be clear: these regular communi-
cations should not be used to require 
employees to perform work To the 
contrary, these regular calls — about 
once a month or so — will go a long 
way to keeping your employee en-
gaged and invested in what you are 
about.

Source: My FMLA Guru,Jeff Nowak, Littler, 
FMLA Insights

HUMAN RESOURCESHUMAN RESOURCES
COMPLIANCECOMPLIANCE

Barry Cohn, CEO
JorgensenHR 
I work with Top Executives of compa-
nies with 20-2000 employees, providing 
HR solutions in compliance, Affirmative 
Action Plans, technology, policies & 
procedures, handbooks, workplace 
investigations and harassment hotlines.

barry@jorgensenhr.com
661.600.2070
www.jorgensenhr.com

SHOULD YOU CHECK IN WITH YOUR EMPLOYEE DURING FMLA LEAVE?

mailto:barry%40jorgensenhr.com%20?subject=
http://www.jorgensenhr.com
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   You have likely seen in the news 
the engine failure on the United flight 
from Denver to Hawaii.  The Boeing 
777 aircraft engine experienced what 
looked like a catastrophic engine fail-
ure shortly after take-off.  

   As manufacturers we are always 
concerned about product failure in the 
field.  This particular failure is emotion-
ally engaging and reaches the head-
line news.  But are there early signs 
of “catastrophic failures” in our own 
businesses that are being ignored? 

   There was a similar engine failure 
on the same aircraft type in 2018.  In 
that instance the early warning signs 
were ignored.  Early indicators (small 
cracks in the turbine blade) were ob-
served by maintenance staff, but they 
assumed they had merely scratched 
the surface with their own inspection 
equipment.  They were staring at what 
would become a catastrophic failure 
and failed to react to what in reality 
were critical warning signs of a cata-
strophic failure.

   We see warning signs in our 
businesses, but are we taking them 
seriously?  These warning signs can be 
everything from unusual customer be-

havior, employee feedback, financial 
data and that sense that “something’s 
wrong.”  

   Consider a few possible scenarios. 
   A change in employee behavior.  

An employee begins to arrive late for 
work.  Or a normally engaged employ-
ee’s interest in his/her work seems to 
be diminishing.  Their productivity is 
not what it is normally.  How should 
you respond? Do I find myself rational-
izing that “they will get over it.”  Have 
you taken a moment to share with the 
employee your observations.  That you 
have noticed they have not been as 
punctual in the last couple of weeks.  
Is everything okay?  Is there anything 
I can do to help?  Or do we wait until 
that valuable employee presents his 
or her resignation letter.  It may not be 
too late to “save” that employee,  but 
could early intervention have changed 
the outcome?

   On the cash flow front, have you 
noticed a change in a customer’s pay-
ment patterns?  How long do you wait 
before you call them?  Are they not 
receiving the paperwork from you that 
they need to process your invoice?  Do 
they have a new policy that requires 
additional information to process your 
invoices?  Or are they having cash flow 
challenges?  The risk is assuming it is a 
temporary issue and will resolve itself 

in due time.  Wouldn’t you sleep bet-
ter at night if you had had a conversa-
tion with that customer to at least have 
a sense of whether or not a serious 
payment problem is developing?  

   Has your customer service repre-
sentative commented in passing that 
customers seem to be calling more 
frequently - calls regarding the quality 
and/or timeliness of the services and 
products you are providing?  How 
long do you wait before you engage 
personally?  Would it be better to 
directly call and personally hear your 
customer’s concern?  It is easy to put 
these calls off as there are invariably 
more pressing issues at hand.  But 
could delay lead to an unexpected 
“catastrophic failure” – the loss of a 
key customer?

   Early warning signs are often 
subtle and seemingly harmless.  The 
aircraft maintenance crew thought 
those turbine blade cracks were noth-
ing to cause concern.  At the moment, 
they may have been hindered by 
the embarrassment of raising serious 
concerns over a simple issue.  Or they 
may have wanted to cover their own 
error – damaging a very expensive 
aircraft engine with their inspection 
equipment.  In hindsight, I am sure 
they wish they had risked whatever 
consequences they were imagining 
and have taken more aggressive 
action.  Like these maintenance me-
chanics, should we be paying more 
attention to the early warning signs in 
our businesses?

BJ SCHRAMM
818.441.8814
B_Schramm@hotmail.com

MANUFACTURING

EXCELLENCE
EARLY WARNING SIGNS

mailto:BJ.Schramm%40StrategicAdvisoryBoards.com%20?subject=
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An all too often over-simplified aspect 
of moving to the cloud is that your data 
is all of a sudden secure. As such, cyber 
security is no longer your responsibility 
and now you don’t have to worry about 
it. Unfortunately, nothing could be further 
from the truth. 

In addition, while many businesses 
have legacy data security technologies 
already in place for their on-premise 
environments, these security mechanisms 
don’t really address securing the modern 
cloud hosted architecture. 

So, what does this all mean?
As we all know, in the wake of the 

Covid-19 pandemic digital transformation 
has become essential for organizations 
forced to adapt to new working condi-
tions. Many organizations had already 
started their digital transformation journey 
at the beginning of last year, but the epi-
demic certainly accelerated things. 

Still, whether your organization is using 
a private, public, or hybrid cloud service 
approach, the importance of protecting 
the data that resides within cloud infra-
structures is essential. While cloud service 
providers do have some security param-
eters built-in, numerous security failure 
points still exist. Hence, there are still risks 
involved when moving to the cloud that 
you should understand to reduce your 
exposure.

KNOW WHO IS RESPONSIBLE
While you have to trust in the cloud 

provider that the systems are being ade-
quately protected, let’s be clear: you are 
the data caretaker, guardian and protector 
of your data. Typically, responsibilities 
are addressed within the cloud provider’s 
service-level agreements (but who really 
reads these?). If you overlook security, 

then you may encounter severe problems 
as data privacy, security regulations, and 
industry standards require you to secure 
your customers’ personal and sensitive 
data.

IMPLEMENT THE RIGHT TOOLS AND 
THE RIGHT PEOPLE

Modern cloud infrastructures require 
enhanced capabilities to meet the high 
demands of data protection to battle 
against the vast array of threats. Therefore, 
a new approach to security is required, 
one that provides visibility into the 
location of your data and also protects 
that data throughout the entirety of its 
lifecycle, from data creation through to its 
ultimate destruction. 

Additionally, you need to acknowledge 
that a data security expert may not nec-
essarily be a cloud expert. Cloud environ-
ments are often complex and require a 
deeper understanding of the technology, 
processes, and systems that make up 
these architectures.

ENSURE DATA IS STILL USABLE
Data is the most valuable asset for any 

organization. It’s critical to make busi-
ness decisions, plan forward strategies, 
and gain valuable insights on customer 
behavior. Too often management views 
this information as such strategically; but 
at the same time, all too often, neglects 
to invest in the effort needed to secure it 
equally.

SECURE THE EDGES
While your data may be stored in the 

cloud, remember that while you’re access-
ing it - technically it’s passing between 
their hosted servers and your physical 
location (whether this is a workstation at 

your office, a work from home machine, 
your phone, or tablet). This means there 
are multiple failure points along this chain 
of delivery, thus multiple security risks. At 
a minimum, start by securing this chain.

TACKLE DATA SECURITY FROM THE 
BEGINNING

By taking complete control of data 
security from the outset, your organiza-
tion can dictate where, and how, sensitive 
information is protected, which will lower 
compliance costs and significantly reduce 
the risk of data breaches. If you do not 
address data security from the beginning, 
more (and more damaging) cloud expo-
sures can and probably will occur given 
enough time.

Migrating to the cloud should not 
be a rushed process and time should 
be taken to address all key data security 
obligations. With a clear plan, and with 
data-centric security at the heart of the 
overall security strategy, organizations can 
obtain the true benefits the cloud has to 
offer while ensuring the security of your 
information.

INFORMATION INFORMATION 

TECHNOLOGYTECHNOLOGY
Craig Pollack 
FOUNDER & CEO 
FPA Technology Services, Inc. –  
“IT The Way It’s Supposed To Be!” 
FPA provides fixed fee, worry free 
IT services focused on professional 
services firms such as RIAs, CPAs, 
Business Managers, Legal, Insurance, 
as well as Manufacturers & Distribu-
tors and Non-Profits.

craig.pollack@fpainc.com or call 
818-501-3390
www.fpainc.com

DATA SECURITY WHEN MOVING TO THE CLOUD

mailto:craig.pollack%40fpainc.com?subject=
http://www.fpainc.com
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On December 27, 2020, the Consolidated Appropriations 
Act, 2021 (CAA) was signed into law that includes a $900 billion 
coronavirus relief package that provides funding to individuals and 
businesses.

The CAA also includes employee benefits and tax provisions 
affecting employers, group health plan sponsors, health benefits 
brokers and health insurance issuers. Some provisions are currently 
effective, while others begin on future dates.

The CAA provisions impacting employers and group health plan 
sponsors include the following:

• Health and dependent care flexible spending accounts 
(FSAs) — For plan years ending in 2020 and 2021, the 
CAA allows employers to extend the grace period to 12 
months after the plan year for submitting claims for reim-
bursement, and permit employees to carry over unused 
amounts to the next plan year. Prior to this legislation em-
ployees could rollover up to $500 at the end of the year.

• IRS Notice 2021-15  — The IRS has clarified the CAA 
legislation and now mid-year election changes for FSA & 
Dependent Care Accounts is permitted for any reason.  
It appears that mid-year changes in health plans is also 
permitted without a qualifying event.  

• Surprise medical billing — As part of the CAA, the 
No Surprises Act will prohibit doctors, hospitals 
and air ambulances from billing patients who have 
health coverage for unpaid balances. In the past 
employees and consumers could receive out-of-
network bills when they used an in-network hospital 
or surgeon.  Assistant surgeons, anesthesiologists 
and radiologists could be out-of-network and 
individuals received surprises when the bills were 
received. Rather, providers will have to negotiate 
with plans or issuers to determine the appropriate 
payment under the plan.

• Health care transparency —The CAA bans gag clauses 
in contracts between providers and health plans that 
prevent cost or quality of care information from being 

available. The cost of a surgery could vary by thousands 
of dollars at various hospitals and outpatient surgery 
centers in the same area. The CAA also requires brokers 
and consultants to disclose any compensation they may 
receive for referral of services, and requires group health 
plans to report information on plan medical costs and 
prescription drug spending.  Many times individuals can-
not obtain cost information before a surgery or procedure 
so they can compared providers, which meant they did 
not always know the costs until they were billed.

• Retirement plans —The CAA modifies the current partial 
plan termination rules to ensure that termination does 
not occur if the active participant count as of March 31, 
2021, is at least 80% of the number of active participants 
covered by the plan on March 13, 2020. If an employees’ 
hours dropped below 1,000 hours worked in the previ-
ous 12 months, they would lose their 401(k) eligibility 
and this law modifies that so they can stay on the plan. 
In addition, the CAA also provides an exception to the 
10% early retirement plan withdrawal penalty for qualified 
disaster relief distributions.

During these unusual times, it is important that employees do not 
lose their health insurance benefits. Carriers have been very accom-
modating in allowing employees to stay on company sponsored 
health plans if their hours dropped below 30 hours per week.

This law was passed prior to the new administration and we 
expect a few more changes that affect employers and their employ-
ees. Stay tuned!

COMPANY COMPANY 

BENEFITSBENEFITS
CONSOLIDATED 

APPROPRIATIONS ACT: 
EMPLOYEE BENEFIT 

PROVISIONS

Barry Cohn, 
Senior Vice President
Benefit Advisory Services
barry@heffins.com
213.785.8091
www.heffins.com

I help companies with 25 to 2000 employees become 
“Employers of Choice” providing employee benefits solutions 
and benefits compliance.
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According to one of Biz2Credit’s latest Small Business Lend-
ing Reports, banks loan approval rates for small to mid-size 
businesses are down more than 50% comparing year to year as 
of December 2020. This sharp drop is being attributed to the 
incredible toll that COVID-19 has taken on the economy and on 
small businesses.

As you can imagine, alternative lending options are a more 
important source of capital than ever for small to mid-size busi-
nesses. Let’s revisit some FAQ’s:

WHAT IS ALTERNATIVE FINANCING?
Alternative financing is a broad term used to describe the wide 

range of loan options available to business owners outside of 
traditional bank financing.  These alternative options are most 
commonly used when a business cannot obtain a traditional bank 
loan for any number of reasons.  Sometimes businesses will also 
opt for alternative loans because they are usually covenant-lite 
(covenants are clauses in the loan agreement that requires the 
borrower to do or refrain from doing certain things).

WHY DO YOU TYPICALLY SEE THE BANKS TURNING 
DOWN BUSINESSES?

Bank rates are very low so they really cannot afford to make 
mistakes.  They will refer businesses to me that meet some of the 
following criteria:

• Less than 3 years in business

• Limited collateral

• Not profitable

• Weak personal credit

• High risk industry (i.e. construction)

• Past Bankruptcy/Foreclosure

• Weak cash flow

In my experience, even some otherwise “healthy” businesses 
growing at a rate of more than about 15% per year can also be 
considered too risky for conventional financing.  As a conse-
quence, business owners have sought out alternatives. Over the 
years, there has been a significant increase in alternative financ-
ing options.

ALTERNATIVE FUNDING OPTIONS FOR BUSINESSES
Heritage Commercial Funding Corp. represents a network of 

the top funding sources in the alternative lending market.  Our 
job is to connect businesses with the right lender to increase 
their cash flow and improve their bottom line.  Some options 
include:

• Invoice Factoring

• Purchase Order Financing

• Asset Based Lines of Credit

• Lines of Credit

• Term Loans

• SBA loans

• Bridge Financing

• Equipment Financing

WHAT DO WE NEED TO QUALIFY?
Each alternative lending program has a different set of qualifi-

cation standards.  We can usually let you know quickly which one 
you may qualify for and what the lender will need to collect for 
underwriting.

IS IT WORTH IT?
Lenders price to the risk.  Alternative lending rates will always 

be more expensive than bank rates.  Even within the alternative 
lending space, your rate will vary based on your creditworthiness, 
size, etc.  So, is it worth it?  Well it’s best to just keep it simple.  

• Does the benefit outweigh the cost?  

• What are your profit margins?  

• Are you turning away business because you are worried 

about cash flow?  

• Do your suppliers offer any quick pay or volume dis-

counts?

NON-DILUTIVE
For the right business, alternative lending can be an invaluable 

tool to help get you to the next level. So, weigh your options 
but don’t lose sight of the forest for the trees. These rates are 
still a lot still cheaper than equity pricing for the same amount of 
capital.

CONTACT US TODAY!

ALTERNATIVE ALTERNATIVE 

FINANCINGFINANCING
Kristy 
Melton
Business Finance Broker
Heritage Commercial Funding Corp.
kmelton@heritagecommercialfunding.com
www.heritagecommercialfunding.com
805-231-0562

BANKS LOAN APPROVAL RATES DROP SHARPLY

mailto:kmelton%40heritagecommercialfunding.com?subject=
http://www.heritagecommercialfunding.com
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WE CAN DO BETTERWE CAN DO BETTER

Paul Mitchell
Mitchell Sales Advisors, LLC
President of Mitchell Sales Advisors, 
powered by SalesXceleration. A firm 
specializing in sales strategy, sales 
process and sales execution. Paul has 
a 25-year history of sales leadership 
and success in diverse industries in 
the Los Angeles area. 
pmitchell@salexceleration.com
310-946-9287
www.salesxceleration.com 

HIGHWAY OF HOPE
My hometown is Minneapolis, MN 

and when George Floyd was killed on 
the corner of 38th and Chicago Av-
enue the protesters began to gather 
in large numbers. Within a few days, 
the arsonists and rioters also arrived 
in our neighborhood. My friend and 
mentor Art Erickson, would watch the 
marchers coming on 31st and Port-
land Avenue, both the daytime and 
at night, and they would go out at 
5:30 AM to film the burnings on Lake 
Street.

The riots and burnings were system-
atically planned targeting Walgreens, 
CVS and other drugstores; multiple 
banks: Wells Fargo, U.S. Bank, BMO 
Harris, etc.; 3rd, 4th, and 5th Precinct 
police stations; Target Stores; Cub 
Foods; Auto Zone; and hundreds of 
others businesses, 1,500 in total.

The rioters were also coming down 
our neighborhood streets and alleys 
to burn our garages and houses at 
night. They had to band neighbors 
together all night to protect each 
other’s properties.

Rudy Trujillo is a tax consultant who 
owns Trujillo’s Tax Services on our 
Lake Street block, and he does the 
taxes for 100s of businesses (40 of 
those businesses in the immediate 
neighborhood). When Rudy witnessed 
the destruction taking place, he put 
together a group of business friends 
to protect the businesses at night on 
Lake Street. His group saw five men, 
all white, breaking into our Colin Pow-
ell Youth Leadership Center/Cristo 

Rey Jesuit High School where Studi-
One-Eighty has its headquarters. They 
broke four large windows and were 
going inside to burn the 160,000 
square-foot building.     

Rudy’s group drove up behind them 
in trucks, brandished weapons and 
told them to “Get Out!” The five men 
left quickly and Rudy’s team saved the 
building from total destruction.

The history of redemption and 
restoration in South Minneapolis 
has been such a valuable part of our 
hearts and lives for decades, and it 
has made the destruction of Lake 
Street, in the past several months, 
that much more devastating. Our 
hearts are broken, yet we recognize 
that buildings alone don’t make up a 
community.

Our people are hurting and broken. 
This racial inequity for Black commu-
nities in Minnesota and around the 
country has simply come to a break-
ing point. 

You will find two important very 
short links from the video shot by 
the Story Front Productions team. It 
features the short comments of Rudy 
Trujillo, the 25 - year businessman 
on Lake Street who helped save our 
building from being burned, and John 
Turnipseed.  https://vimeo.com/show-
case/7651719

We are determined to not let the 
riots and destruction be the end of 
our story. Instead, it leads us to reach 
out to you because what happened 
here has become a symbol across the 

United States and the world and a 
testament to the boiling over of racial 
inequity and broken communities.

We are contributing to this total 
healing process by mentoring and 
building leaders; supporting conver-
sations between business leaders, 
philanthropy, and community mem-
bers; and raising up the next gener-
ation of leaders through our Rising 
Young Leaders Program, beginning in 
February 2021.

This is why we are seriously ask-
ing this of anyone who reads this to 
consider today - to be a significant 
investor in our work, as it is needed 
today to restore hope and build back 
our broken community.

If this is meaningful to you and you 
would like to learn more, please reach 

out directly to me at  
pmitchell@salesxceleration.com or  

310-946-9287.

mailto:pmitchell%40salesxceleraion.com%20%20?subject=
http:// www.salesxceleration.com 
https://vimeo.com/showcase/7651719
https://vimeo.com/showcase/7651719
mailto:pmitchell%40salesxceleration.com?subject=
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Selling Your Business: A series of 
articles that provides information to 
business owners who are starting to 
think about exiting their business. 

IT’S BEEN ONE OF  
THOSE WEEKS

You had a bad week. You lost a long-
term customer. Your best salesperson 
is getting married and moving to 
Boston. Your primary supplier informed 
you of a product shortage. You’ve had 
it. You’re done. Sell this business and 
move on with life.

We have all had those weeks when 
nothing goes right. Of course, next 
week will probably be better. Life 
generally evens out like that. There will 
come a time though when you serious-
ly consider selling your business. Well 
before this point you need to under-
stand and prepare for your eventual 
exit. The first step in preparation is to 
assess where you are today.

In considering your level of prepa-
ration to exit your business you must 
assess two dimensions, financial 
readiness and mental readiness. The 
answers to these questions will influ-
ence both your timing and the types of 
buyers you consider.

FINANCIAL READINESS
For most business owners, their sin-

gle largest asset is their business. Also, 
business owners enjoy the perquisites 
ownership provides that are not avail-
able to W2 employees. So, what will 
your financial life look like once you 
sell your business. The best way to de-
termine this is to meet with your per-
sonal financial planner to discuss your 
goals and assess your current financial 
position.  You will discuss many factors 
including what do you want to do with 
the rest of your life (travel, community 
service, second career, etc.) Your finan-
cial planner will analyze and give you 
an assessment of your current financial 
readiness to exit your business. If your 
financial readiness is not quite where 
you would like it to be, s/he will help 
you develop a plan to get there.

MENTAL READINESS
Now that you know how financially 

prepared you are, it is time to assess 
your mental readiness to exit. Let me 
present a few situations:

Do you love what you are doing but 
concerned that your financial assets are 
in one basket? You may not be ready 
for retirement yet. But how do you 
financially diversify without exiting?

The business has taken its toll, you 
are ready to leave, NOW. The problem 
is your financial readiness is not what 
it needs to be. To make this work, you 
need to get top dollar for the business. 
What type of buyer is likely to provide 
the highest multiple for your business?

Your financial readiness is pretty 
good. You are ready to slow down. You 
have a daughter (trusted employee, 
etc.) you would like to pass the busi-
ness to, but they are not quite ready to 
run it by their selves (or they are). Of 
course, they don’t have the financial 
assets to buy the business from you. 
How do you structure an arrangement 
where you sell the business over time 
to your protege?

These are just a few of the situations 
that business owners may consider as 
they start thinking about exiting their 
business. There are answers for each of 
the situations presented which will be 
discussed in future articles. If you are 
ready to start planning your exit now 
or would just like to know more about 
what exit planning is all about, please 
call me.

Donald Stevens,        
Partner, B2B CFO®

I provide strategic, financial, and  
operational advisory services to the  
owners of privately held businesses.  
My goal is to help business owners 
achieve their success, as they define it.  

donaldstevens@b2bcfo.com
(805) 551-4120
www.b2bcfo.com/donald-stevens

 

CFOCFOInsightsInsights
ARE YOU READY TO SELL YOUR BUSINESS? YOU SURE?
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Has your marketing strategy adapt-
ed in light of COVID-19? 

It may be beneficial to take some 
time to analyze if you’ve kept pace 
with the shift in the way brands 
connect with consumers both during 
and post-pandemic. While no single 
recipe exists on how to structure your 
business’ internet marketing plan, 
there are a few things to consider 
when navigating the digital spectrum 
during these unprecedented times:

MOBILE, VISUAL, VIRTUAL. 
Though face-to-face interactions 

are difficult to replicate, the digital 
landscape has stepped up to become 
the primary channel to stay connect-
ed with the world. Yet as the digital 
space grows, it becomes increasingly 
crowded – and in order to stand, an 
improved digital marketing channel 
is vital in 2021. Think mobile, visual 
and virtual: a full toolset for everyone 
from smartphone purists to those 
consumers who still crave the in-per-
son, human touch of doing business 
sans-screens.

RE-LAUNCH & REFRESH. 
Pausing during the pandemic to 

build and brace for the future could 
be as simple as refreshing or relaunch-
ing your blog, website landing pages 
or SEO/SEM. Readjusting business 
models to reflect the current eco-
nomic situation can help engagement 
through focused internet marketing. 

MAKE CUSTOMER LOYALTY COUNT. 
Excellent customer service is a 

vitally important ingredient to con-
tinued economic success during the 

pandemic. Customers demand it – 
perhaps more than ever before. In 
ranking consumer priorities over the 
next year, 74.5% of business owners 
said “excellent service” was most 
important when evaluating custom-
ers’ top 3 priorities over the next 12 
months.

CONTACT MARKETING. 
Maintaining consistent contact 

with customers is critical as conditions 
change. In addition to emails, texts 
and other communication methods, 
add a personal touch through your 
own voice. In absence of in-person 
messages, consider launching your 
own podcast or live stream to keep 
enthusiasm alive with customers. Pod-
casting is just one of many tools for 
your business to help meet customers’ 
demand for streaming audio content, 
and by keeping it fresh and updated 
a tactful method to re-insert personal 
touch that’s “uniquely you.” 

SOLID CONTENT MATTERS. 
Have you added and updated 

your digital platforms consistently to 
help ensure your demographic knows 
and adapts to changes you may have 
encountered during the pandemic 
that might affect them? Hours of 
operation, pickup-dropoff locations, 
pandemic-tailored policies: These are 
all examples of information inclusive 
in a web landing page refresh or 
content update. Boosting more online 
content (website, social media) with 
alerts and custom-tailored messages 
serves the dual purpose of informing 
and communicating when otherwise 
not possible. 

STRATEGIZE POST-COVID 19 ON 
SOCIAL MEDIA. 

One thing that the pandemic has 
taught us is that social media is a 
powerful tool to connect especially 
during times when other means aren’t 
available. Social media landscapes 
change, and it’s important you don’t 
get lost in the woods. Facebook, 
Instagram and LinkedIn are just a 
few avenues to explore in heighten-
ing your business’ sensitivity to the 
post-pandemic demands. What many 
chief marketing officers know is that 
one key benefit of investing in social 
media growth today is that you can 
always re-adapt it to future needs as 
times change. 

MORE INFORMATION
If you’re interested in finding new 

ways to branch out to your customers, 
keep them engaged and ultimately 
drive your business during COVID-19 
and beyond, reach out to the team at 
Social Spice Media. 

SOCIAL MEDIASOCIAL MEDIA

Jonathan E. 
Boring
President

SocialSpice Media

jon@socialspicemedia.com

(805) 482-8312 ext. 101

www.socialspicemedia.com

BENEFITS OF INTERNET MARKETING 
IN A PANDEMIC

https://www.socialspicemedia.com/business-blogging/
https://www.socialspicemedia.com/2020/11/09/must-haves-for-your-website-in-2021/
https://www.socialspicemedia.com/2019/08/05/five-spicy-secrets-to-seo/
https://cmosurvey.org/
https://cmosurvey.org/
https://cmosurvey.org/
https://www.socialspicemedia.com/2020/09/28/join-the-conversation-why-podcasts-are-powerful/
https://www.socialspicemedia.com/2020/09/28/join-the-conversation-why-podcasts-are-powerful/
http://www.socialspicemedia.com/
mailto:jon%40socialspicemedia.com%20?subject=
http://www.socialspicemedia.com
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 PERSEVERANCE ENABLES  
PRESERVATION OF GENERATIONAL 

WEALTH AND TRANSITION OF ASSETS
A closely held family business was being 

marketed by an investment bank. The 
process was taking longer than expected. 
The Company was an engineering and 
manufacturing organization that specialized 
in systems for defense, medical, and other 
commercial applications. With the bank 
loan in forbearance and its line of credit 
frozen, the company was experiencing a 
working capital shortage. Ironically, the 
company had a robust pipeline of sales 
that would require a huge procurement of 
inventory.   The investment bankers were 
concerned that there would not be suffi-
cient working capital to keep the company 
operating until a new buyer was identified. 
In addition, the management was not able 
to support the information requests the 
investment bankers required to market the 
company. At stake was valuable real estate 
that took generations to build. 

THE SITUATION
There were a myriad of  challenges 

facing the Company when our team was 
engaged. Operationally, the company 
cut costs by reducing pay, initiating salary 
freezes and implementing reductions in 
force, but it was not enough to stabilize the 
company. With the credit line constricted to 
about 25% of the original amount, the ac-
counts payable were falling far behind and 
many vendors were either requiring cash 
on delivery (COD) or cutting off shipments. 
All the while the company saw a sizeable 
upswing in new sales in the pipeline without 
the capital to fund the growth.

Finding a new interim lender proved 
difficult. Ownership was spread over many 

shareholders and none were willing to 
provide a personal guarantee.  Further-
more, the Company’s substantial real estate 
holdings could not be used for collateral 
because of related environmental issues. 
Moreover, the company was in the midst of 
several litigation issues that had substantial 
liabilities already accrued for.

The investment bankers were dismayed 
to see a potential investor pull out of 
negotiations because they thought that 
the overhead costs were too high, and that 
managements’ financial projections were 
overly aggressive.

THE RESULTS
Built credibility with the lender.

Our  team quickly assessed the situation 
and immediately led a key structural project 
to work around the antiquated IT infrastruc-
ture and enable the extraction of previously 
unattainable critical financial data. Armed 
with this new information, our team and the 
executives were better able to manage the 
company’s financials and cash flow forecast, 
building credibility with the lender and pro-
viding more time to identify new financing

Increased interim funding.
The line of credit doubled all without 

a personal guarantee. Our team compiled 
transparent, easy to understand financial in-
formation and analysis. As a result, the new 
lender was motivated to provide increased 
financing 

Stabilized the vendor base.
We worked side-by-side with the Com-

pany’s management to create an effective, 
achievable plan for managing vendor debt. 
The result was ensured access to raw mate-
rials and services to meet growing produc-
tion needs and fill orders on time.

Obtained highest value in sale process. 
By providing accurate and clear financial 

projections, insightful  in-depth analysis and 
stabilizing the cash flow, the investment 
bankers had the additional time necessary 
to prepare the company for a successful 
sale. In the end, the company received a 
multiple that was much higher than antic-
ipated. The investment bankers were very 
appreciative of our efforts noting our team 
“was invaluable.  Their hands-on attention 
to managing working capital and analytical 
support over a multi-month period pro-
vided our organization with the time and 
support to close a complex transaction.”

FINAL THOUGHTS
By securing the appropriate working 

capital and providing analytical support
• Top secret military projects were kept on 

schedule
• Medical device makers had key compo-

nents that would otherwise cause delays 
in delivering finish goods to hospitals

• Backyard chefs were able to fire up their 
barbeques
Ultimately, family was able to preserve 

generational wealth and achieve their goal 
of selling their company and retaining their 
real estate.

INSOLVENCYINSOLVENCY
ADVISINGADVISING

Jonathan J. 
Wernick (J.J.)
Managing Director

B. Riley Advisory Services
jwernick@brileyfin.com
310-909-6121
www.brileyfin.com

MAINTAINING ENTERPRISE VALUE AND REAL 
ESTATE OF CLOSELY HELD FAMILY BUSINESS 

mailto:jwernick%40brileyfin.com%20?subject=
https://brileyfin.com/

